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E.O. 11652: N/A 

TAGS: OVIP(YOUNG, ANDREW),DR, EFIN 

SUBJECT: ROLLOVER OF PL-480 INDEBTEDNESS 

REF: (A) SANTO DOMINGO 487 1 

(B) SANTO DOMINGO 4910 

1 . WE APPRECIATE THE DIFFICULTIES THE PROLONGED SLUMP IN 
WORLD SUGAR PRICES IS CAUSING FOR DOMINICAN REPUBLIC'S 
BALANCE OF PAYMENTS, AND YOUR DESIRE TO ASSIST THE GODR. 

THE USG HOWEVER, VIEWS DEBT RESCHEDULING AS AN EXTRAORDIN - 
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ARY DEVICE AND NOT AS A NORMAL CHANNEL FOR PROVIDING 
DEVELOPMENT ASSISTANCE. 

2. IN OUR CONTACTS WITH OTHER CREDITOR COUNTRIES, WITH 
INDIVIDUAL DEBTOR COUNTRIES, AND IN INTERNATIONAL FORA, WE 
HAVE CONSISTENTLY STRESSED THAT LEGAL AND CONGRESSIONAL 
CONSTRAINTS REQUIRE THE USG TO DISTINGUISH DEBT RELIEF FROM 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


AID. IF WE WERE TO ADOPT A PRACTICE OF USING DEBT RELI:F AS 
A METHOD OF AVOIDING BUDGETARY APPROPRIATIONS (E.G. BY USING 
DEBT RELIEF FOR DEVELOPMENT ASSISTANCE) WE BELIEVE CONGRESS 
WOULD REDUCE THE FLEXIBILITY OF THE EXECUTIVE BRANCH TO DEAL 
WITH SERIOUS DEBT SERVICING CRISES. 

3. THE GODR IS NOT IN SUCH A SITUATION. AS NOTED IN 
REF (B), ITS CURRENT BALANCE OF PAYMENTS DEFICIT IS 
MANAGEABLE AND MODERATE FOR THE DOMINICAN ECONOMY. THE 
GODR, WHICH HAS EXPERIENCED AN UPSWING IN THE PRICES OF 
SOME COMMODITY EXPORTS, IS IN FACT IN A BETTER FINANCIAL 
SITUATION THAN MANY OTHER OIL-IMPORTING LDCS. THUS TO 
DEVIATE FROM USG POLICY ON DEBT RESCHEDULING FOR THE GODR 
WOULD BE INEQUITABLE AND WOULD ESTABLISH A PRECEDENT WE 
WISH TO AVOID. 

4. IN REPLY TO PRESIDENT BALAGUER'S PROPOSAL, YOU MAY 
DRAW ON THE ABOVE, STRESSING U.S. VIEWS DEBT RESCHEDULING 
AS AN EXTRAORDINARY DEVICE APPROPRIATE ONLY FOR COUNTRIES, 
SUCH AS ZAIRE IN 1976 AND 1977, UNABLE TO SERVICE THEIR 

DEBT OBLIGATIONS. YOU MAY ALSO WISH TO POINT OUT THE POSS- 
IBLE NEGATIVE EFFECT OF RESCHEDULING ON ACCESS TO PRIVATE 
CAPITAL MARKETS. CHRISTOPHER 
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